Material disputed facts regarding timing of discovery of breach and post-agreement public disclosure preclude summary judgment that the terms of a non-disclosure agreement (NDA) were not breached.
Facts
Salim Kara is the sole inventor on two related patents, US Patent Nos 6,505,179 (the '179 patent) and 6,735,575 (the '575 patent), directed toward apparatuses and methods that allow a customer to print a secured document (such as a stamp or an airline ticket) at home using preprinted label sheets.
Stamps.com offers internet-based shipping and postage services.
In May 2000, Stamps.com approached Kara to collaborate on Kara's Personal Computer-based (PC-based) stamp technology. The two entered into an NDA that provided in pertinent part that:
1. Stamps.com 'keep secret and not disclose ... and not use for its own use in any capacity whatsoever any Confidential Information for any purpose other than for the purpose for which such information was disclosed' (ie to facilitate 'business discussions'). 3. However, with respect to the second alleged breach (ie Stamps.com's alleged misuse of Kara's confidential information to make its own systems), the Federal Circuit noted that the district court did not address whether this claim was barred by statute of limitations. Based on disputes between the parties as to when Kara first learned or should have learned of facts identifying this alleged breach, the Federal Circuit found that there were material facts in dispute that precluded summary judgment on that point.
The Federal Circuit found that there were material facts in dispute as to the timing and content of other alleged public disclosures by Kara of the confidential information, which was the subject of the second alleged breach. The Federal Circuit also noted that, even if Kara subsequently disclosed 8 days after the meeting with Stamps.com the confidential information to another party in Finland and later openly at the World Stemp Expo, thus relieving Stamps.com of its obligation not to use the confidential information, 'Stamps.com still could be liable for a breach of contract claim based on the eight days before the May 23 presentation'. With respect to the content of disclosures by Kara at subsequent presentations, the Federal Circuit explained:
Furthermore, material factual disputes exist concerning what was disclosed at the Finland presentation and what one skilled in the art would have understood from Kara's exhibit at the World Stamp Expo. It is unclear from Kara's slides from its Finland presentation whether the public would understand how to create a secure document, or how those documents are later validated. Further, although there was testimony Kara's exhibit at the World Stamp Expo included a full demonstration, there was also testimony that Kara struggled to get its demonstration to work. Finally, it is unclear if Kara's system was fully explained during the demonstration, and whether a person of skill in the art would understand the technology based on the demonstration.
Thus the Federal Circuit concluded:
Because there are material issues of fact in dispute regarding breach of the NDA due to misuse of the confidential information, we reverse the district court's grant of summary judgment on the breach of contract claim and remand for further proceedings consistent with this decision. (id)
Practical Significance
Kara reminds us that while NDAs are important protection that should be entered into before 
